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It is just ten years since the Report of the Indianapolis 
Monetary Commission of 1898 gave to the public a study of the 
evils in our monetary system, and proposed certain reforms. The 
dangers arising from the silver circulation and the steps for estab- 
lishing the gold standard, brought forward by this report, were 
largely, if not fully, provided for in the Act of March 14, 1900. 
The recommendations for the gradual withdrawal of the green- 
hacks, however, in connection with a revision of the system under 
which national bank notes were issued, were not carried out. In 
the proposals for improving the system of issuing bank notes 
a careful study was made of the so-called asset-currency, as 
opposed to an inelastic bond-secured issue. That presentation 
in the Report, for the first time brought the subject before bankers 
and legislators for serious consideration. It has taken ten years 
for that leaven to produce any practical results. The plan was 
at first coldly received by the bankers; but in the bill drawn up 
by the Currency Commission of the American Bankers’ Associa- 
tion, in the early part of 1908, and presented to Congress, all the 
essential features of the Monetary Commission Bill of 1898 
were included ; although the later bill was advisedly meant to be 
only a transition measure, and retained a partial bond feature 
as a compromise. Likewise, the bills introduced by Mr. Fowler, 
chairman of the House Banking Committee, were founded on the 
same general principle, although differing from the other plans in 
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simplicity and in the means for carrying out the change from the 
old to the new system. Finally the panic of 1907 pricked public 
feeling into a demand for additional legislation on banking; 
and the politicians became firmly convinced, especially in view 
of the coming presidential campaign of 1908, that this public 
opinion must be satisfied by some kind of legislation. The 
consequence was the Aldrich-Vreeland Act (H. R. 21871) of 
May 30, 1908. It is a curious compound of conflicting views, 
compromise, haste, and politics; but it is‘now the law of the land, 
and its provisions ought to be submitted to careful scrutiny. 


II 


The political considerations affecting the passage of the Act 
are not clearly explicable. The Republicans have played fast 
and loose with the money question in the past ; and the Democrats 
have lost prestige, and two campaigns, by taking up silver. 
Neither party has been consistent. 

In early days, the Democratic party—as in the time of Benton 
and Jackson—advocated the gold standard, and opposed a great 
central bank; but it forced the extinction of the Second United 
States Bank, largely because it had tried to exact redemption 
for the state bank issues in the south and west. At the close of 
the Civil War, the Democrats took up with the greenback craze, 
thus allowing their opponents to appeal to the business public as 
the champions of sound money. The Republicans passed the 
Act of 1869 strengthening the public credit, passed the Resump- 
tion Act of 1875, and resumed specie payments, January 1, 1879. 

The victory over greenbackism and inflation was not an easy 
one; and when the Democrats introduced the silver mania as a 
substitute for greenbackism the Republicans wavered. The 
protectionists bought immunity by votes for silver; and Repub- 
licans helped to pass the Bland-Allison Act of 1878. Moreover, 
they were chiefly responsible for the Sherman Act of 1890, which 
was followed by a panic and the repeal of silver purchases in 1893. 

It was this departure of the Republican party from sound 
monetary policy—on the ground of expediency in catching votes 
—which gave the opportunity to the Democrats under the leader- 
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ship of Cleveland to out-general their opponents. By a stroke 
of political genius Cleveland maneuvered the Democrats into the 
position of advantage formerly occupied by the Republicans, and 
restored to them their ancient advocacy of the gold standard. 
Then, for the first and only time since the Civil War, did the 
Democrats elect their candidates for president. Immediately 
thereafter a populistic wave overwhelmed the Democrats and 
carried them off to the desert of silver and bank hostility. Their 
opposition to the gold standard, and their ignorant attitude on 
banking legislation, lost them the confidence of the electorate. 

The Republicans, however, went right only by accident and 
expediency. The errors of their opponents showed them the pit- 
falls to avoid; it was not an understanding of the monetary 
question, and a patriotic desire to give the business and industrial 
interests of our land a banking system best adapted to further 
domestic and international trade, which actuated the policy of the 
Republicans. They had been on the fence; and they finally got 
down on the gold side only because they saw the Democrats 
struggling in the brambles on the silver side. They deliberately 
used the money question as a means of retaining political power, 
and for years kept the business interests of the country on tenter- 
hooks for the sake of party advantage. It was not the favor of 
the business public, but the populism and wildness of the Demo- 
crats on money, which kept the Republicans in power. In Ig00 
the latter were unwilling fully to establish the gold standard in 
the Act of March 14, 1900, by making our silver coins redeem- 
able in gold, because they believed there was still a chance of 
preventing the discussion of the tariff, and retaining public sup- 
port, by keeping the money issue open. This is the price industry 
pays to politics in a democracy. 

And, now, when the panic of 1907 forced the temporary sus- 
pension of payments by banks from the Atlantic to the Pacific, 
and brought on the issue of clearing-house certificates, and 
clearing-house currency in default of ordinary forms of money, 
the party in power felt that the unthinking voters would charge 
it with responsibility for not having legislated in favor of an 
abundant circulation. The theory on which the supposed demand 
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for legislation was based is believed to be that the panic was due 
to a scarcity of money. Of course, this specious reasoning is 
nothing more or less than the argument of the greenbackers and 
the silverites. Yet with the politicians the point is not whether the 
theory is right or wrong; it is whether or not the theory is 
actually held by masses of voters who are to be cajoled. In con- 
nection with the measures taken by the Treasury to meet the 
effects of the panic we heard from the President and the politi- 
cians an emphasis upon the supposed aid rendered by the issue 
of enormous sums of currency. Even the sale of Panama bonds 
and 3 per cent. certificates was heralded by triumphant words of 
inflation as an addition to the currency. It matters little that 
these securities were not money; it was hoped to hoodwink the 
people. There seemed to be, in the matter sent out from Wash- 
ington to the press, little understanding of the causes of the 
panic, and the performances of the Treasury were the crudest in 
our monetary history—and that is saying a good deal. Having 
no policy as to monetary reform beyond that of political ex- 
pediency, it was not to be expected that the Republicans would 
treat banking legislation on its merits. Here is the milk in the 
cocoanut. No legislation is to be had solely because an under- 
standing of banking principles directs a specific reform; the politi- 
cal leaders in power do not have sufficient courage to do what is 
really needed by the commercial public, provided enough whittlers 
on store-boxes at the country cross-roads have other views as to 
what should be done. 

The Democrats, as usual, have taken the populistic attitude 
of urging the issue of all notes by the government, and the with- 
drawal of the issue-function from the banks. Thereby, they have 
fortunately given the Republicans a political reason for favoring 
some legitimate, or possible, basis for the issue of notes by the 
banks. The question is: what basis shall the Republicans adopt? 
That was the crux of the Aldrich-Vreeland Bill. 


III 


In the last session of Congress, following the panic of 1907, 
the demand for new legislation contained the crude expectation 
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that the law would prevent the possibility of future panics. This 
view was expressed both in a part of the press and in Congress, 
and showed little appreciation of the real causes at work in an 
inflation of credit. In the Senate, where the members of the 
Finance Committee were also the practical rulers of the Repub- 
lican party, a stern opposition. was early expressed against any 
form of “asset-currency,” and this policy had the support of the 
President. Evidently, the politicians believed that the issue of 
notes by banks on other security than bonds would expose their 
party to attacks in the next campaign which they, in their general 
incapacity on banking questions, would not be able to meet 
successfully. They were so uninformed as not to see that 
elasticity, ready expansion of the currency in time of need, and 
lower rates of interest to borrowers would be popular issues 
with the people in any campaign. Also, no doubt, there was a 
conviction in the minds of many Senators that “asset-currency” 
was synonymous with “wild-cat currency” and involved the 
dangers of uncontrollable abuses by excessive issues. It is need- 
less to say that those dangers do not inhere in any legitimate 
system of “asset-currency,” as is amply proved by its use in the 
chief commercial countries of Europe; but it is interesting to 
note that leaders—ignorant of banking and openly flouting the 
advice of trained bankers—produced in the Senate Aldrich Bill 
a plan for notes issued on bonds of a kind as like those of “wild- 
cat” currency days as any two peas. Looking at the matter as 
politics, it is difficult to understand why the Senate stubbornly 
thought it possible to gain votes by antagonizing the very com- 
mercial bodies and banking interests who were most competent 
to judge of such matters. It is a matter of curious interest to 
know why there was political capital to be gained from urging a 
bond-secured system of note issues which had long been known to 
have been outgrown, rigid, inelastic, hurtful to country districts, 
and of little advantage to large city banks which make compara- 
tively small use of the issue function. The bond-secured system 
lent itself to such easy and popular attacks that, as a political 
move, it proved a great blunder. When the Aldrich Bill came 
down from the Senate it was thoroughly riddled in the House 
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by the representatives of industry and banking who appeared 
before the Banking Committee; and in the House, which much 
more nearly represents the opinions of the public than the Senate, 
it was overwhelmingly defeated. One can scarcely avoid the 
conclusion that the Aldrich Bill represented only the stolid 
personal prejudices of a very few mistaken politicians, who held 
the reins of power. 

On January 7, 1908, Mr. Aldrich introduced his bill (S. 
3023), and it was reported out by the Committee on Finance with 
amendments, January 30, 1908. Later, before passing the Sen- 
ate, some radical amendments were added, to meet the views of 
such men as Senator LaFollette (e. g. Sec. 11). 

The original Aldrich Bill permitted a national bank, having an 
outstanding circulation, secured by United States bonds, to an 
amount not less than 50 per cent. of its capital, and which had a 
surplus of 20 per cent., to issue additional circulation secured by 
bonds other than bonds of the United States. These other bonds 
are as follows: 

Bonds or other interest-bearing obligations of any state of the United 
States, or any legally authorized bonds issued by any city, town, county, or 
other legally constituted municipality or district in the United States which 
has been in existence for a period of ten years, and which for a period of 
ten years previous to such deposit has not defaulted in the payment of any 
part of either principal or interest of any funded debt authorized to be con- 
tracted by it, and whose net funded indebtedness does not exceed ten per 
centum of the valuation of its taxable property, to be ascertained by the last 
preceding valuation of property for the assessment of taxes; or the first mort- 
gage bonds of any railway company, which, in compliance with existing 
law, reports regularly to the Interstate Commerce Commission a statement 
of its condition and earnings, and which has paid dividends of not less 
than four per centum per annum regularly and continuously on its entire 
capital stock for a period of not less than five years previous to the deposit 
of bonds. 

Notes secured by other than United States bonds could be 
issued, on the approval of the Secretary of the Treasury, to an 
amount, if railway bonds, equal to 75 per cent., and if other 
bonds, to 90 per cent. of their market value. The limit of notes 
issued by a bank, was the amount of its capital and surplus; and 
the total of this additional circulation issued by all the banks 
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was $500,000,000. In case of contraction, United States bonds 
could be withdrawn by the deposit of lawful money; other than 
United States bonds, by the deposit of lawful money, or national 
bank notes. The notes were to carry on their face a pledge of 
the United States that they would be redeemed on presentation 
in lawful money. A tax of % of I per cent. was levied on the 
notes, if secured by United States bonds bearing less than 2 per 
cent. interest; I per cent., if the United States bonds bear more 
than 2 per cent.; and 1 per cent., if the bonds are other than 
United States bonds. 

The Aldrich Bill, as amended among other things to include 
bonds of Porto Rico and the Philippine Islands, and excluding 
railway bonds, passed the Senate (March 27) and was referred 
in the House to the Committee on Banking and Currency, 
March 30, 1908. 

As opposed to this Senate measure was the Fowler Bill, re- 
ported from the Banking Committee to the House. The original 
Fowler Bill (H. R. 23017, Fifty-ninth Congress, Second Session) 
introduced December 20, 1906, in the main had the support 
of the bankers. This bill followed the general policy of the 
Monetary Commission of 1898, but proposed a gradual change 
from notes secured by United States bonds to notes secured by 
commercial assets. According to it, “National Bank Guaranteed 
Credit Notes,” equal to 40 per cent. of the notes issued by a 
bank secured by United States bonds, and not exceeding 25 per 
cent. of its capital, could be issued without the deposit of any 
United States or other bonds. Such notes should pay a tax of 
3 per cent. An additional amount of notes equal to 12% per 
cent. of the capital could be issued by paying a tax of 5 per cent. 
The outside limit was the amount of the capital. The holder of 
these credit notes was to be a general creditor of the issuing bank. 
A guaranty fund of 5 per cent. of the credit notes was established, 
and all taxes on circulation were to be covered into this fund. 
Additional redemption cities were required. 

In the last session of Congress (Sixtieth Congress, First 
Session) Mr. Fowler introduced another bill (H. R. 12677) 
January 8, 1908, and it was reported out by the Committee on 
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Banking and Currency February 29, 1908. In his later bill Mr. 
Fowler seemed to have lost the support of the American Bankers’ 
Association; and, of course, the administration and the leaders 
in Congress who favored a bond-secured circulation, opposed. 
This measure went to extremes, and included many other than 
banking schemes. While some of the additions, omitting the 
guaranty of deposits, were meritorious, Congress and the public 
wished to act on only one thing at a time. This bill (H. R. 
12677) urged the creation of not more than twenty Bank Re- 
demption Districts, controlled by eight managers and a Deputy 
Comptroller, and within which each bank should select a 
redemption center for its notes. Its refusal of all compromise 
appeared in its allowing a bank at once to retire all its notes 
secured by United States bonds and replace them with notes, 
not secured by bonds of any kind, to a limit equal to its capital; 
provided the bank had arranged for the redemption of its 
notes in gold at a redemption center, and had deposited with 
the Treasury in gold, or lawful money, 5 per cent. of its notes, 
and 5 per cent. of its deposits, as guaranty funds. If the district 
managers approved, a.bank might issue an additional amount of 
notes equal to 100 per cent. of its capital. Such notes would 
have a distinctive color, and state on their face that they were 
redeemable in coin and guaranteed by a fund deposited with the 
Treasury. After January I, 1909, no notes secured by bonds were 
to be paid out. Banks were to pay 2 per cent. interest on govern- 
ment deposits, and to be freed from giving bonds as security for 
deposits. The notes to be taxed 1 per cent. In addition the 
measure contained provisions for a guaranty of deposits, for 
enabling national banks to do a trust business, for abolishing the 
independent Treasury System, and for the eventual retirement of 
the greenbacks. 

It soon became evident that, while the House would pass a 
bill permitting a trial of commercial assets as a basis for note- 
issues, it was not ready to throw over all bond security; and, 
also that the House would not pass the Aldrich Bill. Hence, both 
the Aldrich and the Fowler Bills were impossible. Yet the 
political managers were firm in the belief that some banking 
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bill was obligatory in view of the recent panic. A caucus of 
the Republican party in the House appointed a committee, includ- 
ing Mr. Vreeland (New York) and Mr. Burton (Ohio) but 
excluding Mr. Fowler, the chairman of the Banking Committee, 
to frame the bill. Mr. Fowler had incurred the hostility of the 
administration and of the leaders of the House and Senate, and 
was Officially ignored. This caucus bill was wrung from the 
politicians by force of events, not being based on any purpose to 
touch the real merits of the problem. 

Two bills (H. R. 21810 and H. R. 21871) were introduced 
by Mr. Vreeland on May 11, and May 12, 1908. They differed 
only in slight matters, except that the later bill changed the words 
to be printed on the notes. Redemption by the United States was 
dropped out, and the words of the present act introduced. Know- 
ing this measure to be inspired by those who had the power to 
enact it, its provisions are of importance: National clearing- 
house associations, made up of not less than 10 banks having an 
aggregate capital and surplus of at least $5,000,000 were created, 
to be managed by a board having one representative from each 
bank, and given the power to issue additional notes based on 
“any securities, including commercial paper, held by a national 
banking association,” provided the given bank already had out 
notes secured by United States bonds to an amount not less than 
40 per cent. of its capital. Notes were limited to 75 per cent. 
of the cash value of the securities, or of the commercial paper. 
These notes were a lien on all the assets of all the banks in the 
given currency association issuing the notes. The limit of the 
issues of any one bank was its capital and surplus; and the aggre- 
gate of the additional issues (not based on United States bonds) 
was $500,000,000. Banks must hold the same reserves behind 
the emergency circulation as for deposits: notes secured by 2 
per cent. United States bonds to pay a tax of % of I per cent.; 
if bearing more than 2 per cent., a tax of 1 per cent.; if secured 
through clearing-house associations (i. e., on commercial paper, 
etc.) a tax of 4 per cent., increasing monthly by 1 per cent., 
until 10 per cent. is reached; these taxes to be covered into the 
general funds of the Treasury. Notes secured by United States 
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bonds could be withdrawn at a rate not exceeding $9,000,000 a 
month; if otherwise secured, no such limit was imposed. The 
wording on the notes was as follows: 


Such notes shall state upon their face that they are secured by United 
States bonds or other securities according to law, shall be certified by the 
written or engraved signatures of the Treasurer and Register, and by the 
imprint of the seal of the Treasury. They shall also express upon their 
face the promise of the banking association receiving the same to pay on 
demand, etc. 


Whenever these notes were presented to the Treasury for redemp- 
tion, they should be redeemed in lawful money. Finally, a 
National Currency Commission was to be appointed, having six 
senators, six representatives, and six others, to investigate “the 
causes of the recent financial crisis,” and to make recommenda- 
tions in a report by January 1, 1909. It is worth noting that in 
the final enactment the Commission was relieved from explaining 
the causes of the panic. 

Mr. Fowler, not to be repressed, introduced his bill again, 
May 4, 1908, shorn of its extreme provisions. Accepting a 
requirement that a bank should already have notes outstanding 
secured by United States bonds equal to 50 per cent. of its capital, 
it could then issue 50 per cent. more, not secured by bonds; and 
in an emergency an additional sum equal to 100 per cent. of its 
capital and surplus, with the consent of district managers and the 
Comptroller. On January 1, 1909, however, all notes secured by 
United States bonds were to be canceled. The provisions for 
guaranty of deposits, trust business, abolition of the greenbacks 
and the sub-treasury were dropped. 

This bill, favored by many, was rudely set aside and the 
Vreeland Caucus Bill was passed in the House by a large major- 
ity. The Senate refused to accept it, the Aldrich Bill was sub- 
stituted, and the matter was finally referred to a conference 
committee of both Houses. After considerable struggle in con- 
ference, in which much of the Aldrich Bill was introduced into 
the Vreeland Bill, the Aldrich-Vreeland Bill was reported to both 
houses in the last days of the session, and hurriedly passed under 
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the party lash, May 30, 1908. It was passed before printed copies 
of the bill were distributed. 

Like most political measures, which look both ways and try 
to conciliate conflicting interests, the Aldrich-Vreeland Act con- 
tains many inconsistencies. On the one hand, it catered to a 
supposed public opinion among the masses against “asset-cur- 
rency ;” and on the other hand, it aimed to win the eager support 
of the influential classes owning or marketing the great volume 
of financial securities. By inserting much of the Aldrich Bill 
into the Vreeland Bill in the Conference Committee, the bond 
interests evidently won a great victory. Therefore, in view of 
the evident desire to play politics and win the most votes, it is 
almost inconceivable that the exceptional favors to holders of 
market securities should have been regarded as good politics, 
especially as the measure alienated large banking and commercial 
interests. 


IV 


It is this Aldrich-Vreeland Act, emerging from such politi- 
cal conditions, which is now on the statute books, and it is im- 
portant to know just what its provisions are. It is evident, from 
the start, that the haste with which it was pushed through 
Congress must have made careful legislation impossible. In 
some quarters,’ it has been heralded as a great triumph of 
Republican monetary policy; and in other quarters it is regarded 
as bad in theory, and a cheat, because it was offered as a com- 
promise to asset-currency advocates and yet too greatly mini- 
mized what it was said to offer. Certainly the law is a failure, 
if it was expected to quiet the urgent demand for banking 
reform; and the political gains are far to seek. 

One evident purpose of the law was to remove in the future 
the inability of the banks to increase their note-issues in an emer- 
gency, such as was disclosed in the panic of 1907. And it must 
be admitted that in a measure this end has been accomplished, 
although by means clumsy and not expected by the framers 


*Theodore Gilman, “The Aldrich-Vreeland Bill,” North American Review, 
August, 1908, 
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of the law. The law enables a bank which has already outstand- 
ing notes secured by United States bonds to an amount equal to 
40 per cent. of its capital, and which has a surplus of 20 per cent., 
to take out additional circulation either (1) on certain bonds other 
than United States bonds, or (2) on any securities, including 
commercial paper, held by a national banking association. In 
(1) the bank can deal directly as an individual with the Treasury. 
In (2) the bank must act through a national currency association 
created by this law. 

The preliminary requirement that no bank can issue additional 
circulation unless it has already outstanding notes secured by 
United States bonds equal to 40 per cent. of its capital is one that 
must be carefully reckoned with. It is a part of the persistent 
adherence to a bond-secured note-issue; and is supposed to be 
a measure of a transitional character on the way to some new 
basis of security. This provision, however, seems to ignore the 
character of the business done by the largest city banks. In 
the past their loan and deposit functions have been chiefly exer- 
cised through checks on deposits, and actual notes have been little 
called for in large transactions. Possibly the needs of coun- 
try correspondents may have somewhat increased an otherwise 
small issue of notes by banks of the largest size; but, only in the 
recent panic, have these large banks resorted to any considerable 
issue of notes. Therefore, if there should be a general desire to 
put themselves in a position to issue additional notes under this 
act, the banks would certainly greatly increase the demand for 
United States bonds. July 31, 1908, there were deposited to 
secure circulating notes, United States bonds to the amount of 
$629,432,420; and to secure public deposits, $145,869,372; while 
the total issue of bonds outstanding (including $14,086,500, 3 
per cent. certificates of indebtedness issued November, 1907) 
June 20, 1908, was $897,503,990. There is thus very little 
leeway for increasing notes secured by United States bonds, in 
view of the considerable amounts of these bonds held permanently 
by private investors. Now it is for the very reason that these 
bonds are high and scarce—how scarce, can well be appreciated 
by those who tried to borrow them in the recent crisis of 1907— 
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that the banking system required overhauling. And yet the first 
effect of the act will be to send up the price of government bonds, 
already, perhaps, 20 points higher than they would be but for 
the demand for them as security for bank notes. It is a serious 
question whether the obstacle of a large previous investment in 
United States bonds may not prevent the hoped-for ease of 
expansion in times of emergency. It will certainly be a heavy 
handicap; and it is one more illustration of the failure by the 
present act to meet the real difficulties of our present banking 
situation. If an emergency were to arise, the banks would no 
doubt resort, as before, to the issue of Clearing House Certifi- 
cates. 

1. In case a bank has satisfied the requirement as regards 
circulation based on United States bonds, then it may secure 
additional circulation based on other than United States bonds, 
by making application directly to the Comptroller of the Currency, 
and without the intervention of any currency association. Notes 
may be issued to the amount of go per cent. of the market value 
of these bonds, and are limited, all told, to the amount of a bank’s 
capital and surplus. The kind of bonds allowed is clearly 
described (Section 3) as follows: 

Bonds or other interest-bearing obligations of any state of the United 
States, or any legally authorized bonds issued by any city, town, county, or 
other legally constituted municipality or district in the United States which 
has been in existence for a period of ten years, and which for a period of 
ten years previous to such deposit has not defaulted in the payment of any 
part of either principal or interest of any funded debt authorized to be 
contracted by it, and whose net funded indebtedness does not exceed ten 
per centum of the valuation of its taxable property, to be ascertained by 
the last preceding valuation of property for the assessment of taxes. 

2. But should a bank wish to make use of its commercial 
assets as a basis for its circulation, it must act through a national 
currency association. Such a voluntary association, modeled 
somewhat after the plan of a clearing-house association, must 
contain not less than 10 banks, having an aggregate capital and 
surplus of at least $5,000,000. To it is given legal corporate 
powers. Only one association may be formed in any one city; 
and no bank may belong to more than one association. The 
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banks must be taken from contiguous territory. Any duly 
qualified bank, on application to the Secretary, can force its 
entrance into an association, and have all the rights of an original 
member. Thus, banks in New Jersey, or Connecticut could insist 
on membership in the Association of New York City, under the 
literal interpretation of “contiguous territory” given by Secre- 
tary Cortelyou. An association is governed by a board in which 
each bank has one vote.. Thus a bank with a capital of $25,000 
has equal influence with one having a capital of $25,000,000. 
and it has been discovered that no provision exists in the law by 
which a bank having once entered can éver withdraw from an 
association. This evidence of carelessness in drawing up the 
act has caused great hesitation and delay in the formation of 
associations. At this writing, that, in Washington, D. C., is the 
only one yet formed. Influential banks, held jointly liable with 
small banks for the redemption of any notes authorized by the 
association are slow to enter a combination from which they can- 
not withdraw in case of bad management. Once in, a bank can- 
not, during the six years of the act, withdraw even in order to 
take out notes as an independent bank dealing directly with the 
Treasury. This awkward situation is certain to call out an 
amendment next winter. 

Supposing the difficulties connected with the forming of 
currency associations and the investment in United States bonds 
are surmounted, then we are face to face with the new methods 
of issuing additional notes based on banking paper. The pro- 
visions concerned with the basis of security are so pivotal, and so 
likely to be differently interpreted that it is well to quote them 
herewith. Indeed, the greatest surprise of the act is probably to 
be found in the crudeness, or haste, with which the law was 
framed on these points: 


Sec. 1. The national currency association herein provided for shall 
have and exercise any and all powers necessary to carry out the purposes 
of this section, namely, to render available, under the direction and control 
of the Secretary of the Treasury, as a basis for additional circulation any 
securities, including commercial paper, held by a national banking association. 
For the purpose of obtaining such additional circulation, any bank belonging 
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to any national currency association, having circulating notes outstanding 
secured by the deposit of bonds of the United States to an amount not less 
than 40 per centum of its capital stock, and which has its capital unimpaired 
and a surplus of not less than 20 per centum, may deposit with and 
transfer to the association, in trust for the United States, for the purpose 
hereinafter provided, such of the securities above mentioned as may be 
satisfactory to the board of the association. The officers of the association 
may thereupon, in behalf of such bank, make application to the Comptroller 
of the Currency for an issue of additional circulating notes to an amount 
not exceeding 75 per centum of the cash value of the securities or com- 
mercial paper so deposited. The Comptroller of the Currency shall immedi- 
ately transmit such application to the Secretary of the Treasury with such 
recommendation as he thinks proper, and if, in the judgment of the Secre- 
tary of the Treasury, business conditions in the locality demand additional 
circulation, and if he be satisfied with the character and value of the 
securities proposed and that a lien in favor of the United States on the 
securities so deposited and on the assets of the banks composing the asso- 
ciation will be amply sufficient for the protection of the United States, he 
may direct an issue of additional circulating notes to the association, on 
behalf of such bank, to an amount in his discretion, not, however, exceeding 
75 per centum of the cash value of the securities so deposited: Provided, 
That upon the deposit of any of the State, city, town, county, or other 
municipal bonds, of a character described in section three of this Act, cir- 
culating notes may be issued to the extent of not exceeding 90 per centum 
of the market value of such bonds so deposited; And provided further, That 
no national banking association shall be authorized in any event to issue 
circulating notes based on commercial paper in excess of 30 per centum of 
its unimpaired capital and surplus. The term “commercial paper” shall be 
held to include only notes representing actual commercial transactions, which 
when accepted by the association shall bear the names of at least two 
responsible parties and have not exceeding four months to run. 


In these words we have the final outcome of the whole 
struggle between those in favor of securing notes only by bonds 
and those in favor of securing them by commercial assets. If 
United States bonds were no longer to be the sole security, then 
a bond-secured circulation could be maintained by accepting other 
than United States bonds as a basis. This was the policy of the 
Aldrich Bill. Senator Aldrich opposed absolutely any issue of 
notes based on the current assets of banks, and insisted on a 
bond-secured currency, or nothing. Only when the House leaders 
were unable to pass the Aldrich Bill in the House, as already 
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explained; when it looked as if the party must go before the 
country confessing its impotence to pass any kind of a banking 
law ; and only when some recognition of assets as security became 
essential to the passage of a bill through the House, did Senator 
Aldrich reluctantly yield. Even then he obviously intended to 
restrict the use of bank assets within the lowest possible limits. 
Undoubtedly he thought he had allowed only “commercial paper,” 
as specifically defined in the act, to be used as security, together 
with other than United States bonds. Then it was that Mr. Vree- 
land drew up his bill, with an evident understanding with the 
Senate leaders on this point. In fact, the wording of the Vree- 
land Bill on this matter is the same as the wording of the present 
act—which was the outcome of the conference between the two 
Houses. 

Now we have here what must undoubtedly prove a surprise 
both to Senator Aldrich and to the banking public, who naturally 
supposed that the law incorporated the purport of the com- 
promise. As a matter of fact, the intention of Senator Aldrich 
was not expressed in the law as passed, whether from ignorance 
of English or of the character of banking paper, it is hard to say. 


Moreover, the manner of making the error is probably due to his 
zeal in trying to include railway bonds in the general class of 
those other than United States bonds. It will be remembered 
that the Aldrich Bill included in this class: 


the first-mortgage bonds of any railroad company, which, in compliance 
with existing law, reports regularly to the Interstate Commerce Asso- 
ciation a statement of its condition and earnings, and which has paid 
dividends of not less than 4 per centum per annum regularly and con- 
tinuously on its entire capital stock for a period of not less than five years 
previous to the deposit of the bonds (Section 2). 


Owing to the political clamor against the railways, Senator Ald- 
rich had to see this provision expunged from his bill. But when 
the bills of the two houses were in conference, it was possibly 
not noticed that the original phraseology of the Vreeland Bill, and 
as finally enacted, allowed “any securities, including commercial 
paper, held by a banking association” to be used as security under 
the direction of the Secretary of the Treasury. “Any securities” 
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includes not only first mortgage railway bonds, but any of the 
$16,000,000,000 of railway securities which may be held by any 
banking association, and accepted by the Secretary. Nor are any 
reports to the Interstate Commerce Commission necessary, nor 
the payment of dividends, as mentioned in the Aldrich Bill. 
And already the Secretary is confronted with the awful responsi- 
bility of deciding which of all these multifarious railway securi- 
ties he ought to accept. It is a condition of things highly satis- 
factory to politicians and to bond dealers. If a security is 
accepted by the Secretary every national bank will be informed 
that it is good security for bank notes. Such action will give a 
bond or stock a valuable indorsement and greatly enhance its 
value. It opens up unlimited possibilities for pressure. It is an 
intolerable and an unforeseen situation. 

But the inclusion of railway securities, by the words “any 
securities” has really introduced the greatest surprise of all into 
the new law. Without a shadow of doubt the language used is 
so broad and sweeping that it allows the banks to offer any assets 
held by them, other than “commercial paper,” as specifically 
defined in the act, and to which it was generally supposed the 
banks were limited. The very pains taken to define “commercial 
paper” would lead one to suppose that only that description of 
paper would be accepted. Such, however, is not the law. The 
act, as already quoted, runs as follows: 

The national currency association herein provided for shall have and 
exercise any and all powers necessary to carry out the purposes of this 
section, namely, to render available, under the direction and control of the 


Secretary of the Treasury, as a basis for additional circulation any securities, 
including commercial paper, held by a national banking association. 


The powers here granted are sweeping; and the purpose of 
granting these large powers is defined to be: to render available 
as a basis for additional circulation any securities (including one 
specified kind) held by a national bank. The words “any securi- 
ties” are used as a general or generic term, covering not only 
bonds, but such securities as commercial paper. Obviously, as the 
language runs, the words include any thing other than “com- 
mercial paper” which could properly be included under “any 
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securities.” The interpretation hinges upon the meaning of the 
word “securities.” In the accounts of the Bank of England the 
term employed to cover all loans to customers is “other securi- 
ties.” In fact, in American banking usage, the word securities 
is commonly applied to any of the notes, collateral, or other 
paper, held to secure the repayment of a loan. It is a generic 
term. 

The word “securities” is possibly not used with precision in 
the act. Clearly, it is not intended to be made synonymous only 
with bonds. After making the general statement about “any 
securities, including commercial paper,” the act speaks of the 
deposit, in trust for the United States, of “such of the securities 
above mentioned as may be satisfactory to the board of the asso- 
ciation.” Here securities include, of course, commercial ‘paper. 
Again, in Section 1, the word appears generically as follows: 

If he ,[the Secretary] be satisfied with the character and value of the 
securities proposed, and that a lien in favor of the United States on the 
securtiies so deposited and on the assets of the banks composing the asso- 
ciation will be amply sufficient for the protection of tht United States, etc. 
Here, the context shows that the word “securities” includes the 
discounted bank paper on which notes could be issued only to 75 
per centum of “the cash value of the securities so deposited ;” for 
this amount of 75 per centum is put in opposition to the go per 
centum of notes to be issued, if the basis furnished is made up 
only of bonds. 

Again in Section 9, in regard to the tax, it is said: 

National banking associations having circulating notes secured otherwise 
than by bonds of the United States shall pay for the first month a tax at 
the rate of 5 per centum per annum upon the average amount of such of 
their notes in circulation as are based upon the deposit of such securities, 
and afterwards an additional tax of 1 per centum per annum for each 
month until a tax of 10 per centum per annum is reached, and thereafter 
such tax of 10 per centum per annum, upon the average amount of such 
notes. Every national banking association having outstanding circulating 
notes secured by a deposit of other securities than United States bonds 
shall make monthly returns, under oath of its president or cashier, to the 
Treasurer of the United States, in such form as the Treasurer may prescribe, 
of the average monthly amount of its notes so secured in circulation; and 
it shall be the duty of the Comptroller of the Currency to cause such reports 
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of notes in circulation to be verified by examination of the banks’ records. 
The taxes received on circulating notes secured otherwise than by bonds 
of the United States shall be paid into the Division of Redemption of the 
Treasury and credited and added to the reserve fund held for the redemption 
of United States and other notes. 

Obviously, the tax is the same on notes based on bonds other than 
United States bonds, and on commercial paper. If so, the word 
“securities” is used generically to include both kinds of protection 
to the notes. 

The act, then, permits the issue of notes on (1) United States 
bonds (2) on approved bonds other than United States bonds, 
and (3) on “any securities, including commercial paper, held by 
a national banking association.” It distinctly does not confine 
the issue of notes under (3) only to commercial paper—although 
it defines commercial paper specifically ; and although it provides, 
in Section 1, 

That no national banking association shall be authorized in any event 
to issue circulating notes based on commercial paper in excess of 30 per 
centum of its unimpaired capital and surplus. 

What then is the meaning of “any securities,” other than 
“commercial paper’? Possibly Congress meant to separate the 
class of bonds distinctly from the class of “commercial paper,” 
and, to use securities only as a synonym for bonds. Under this 
supposition, notes could be based only on (1) United States 
bonds, (2) other approved bonds, and (3) commercial paper, as 
defined. If, however, this was the intention, it was certainly not 
so expressed in the law. For, as we have seen, “securities” is 
not synonymous with bonds; and any securities other than bonds 
are permitted, including “commercial paper.” 

Why, then, was commercial paper defined, and the issues 
based upon them limited to 30 per cent. of the capital and sur- 
p'us? The definition is as follows: 

The term “commercial paper” shall be held to include only notes repre- 
senting actual commercial transactions, which when accepted by the association 
shall bear the names of at least two responsible parties and have not 
exceeding four months to run. ~ 
Possibly, it was the intent of Congress that the only bank paper 
on which notes could be based was commercial paper; but, 
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irrespective of this definition and of the 30 per cent. clause, a cur- 
rency association is given “any and all powers necessary .... 
to render available . . . . as a basis for additional circulation 
any securities, including commercial paper, held by a national 
banking association.” As the law stands, if the association is 
limited to 30 per cent. of its capital and surplus, when presenting 
“commercial paper,” it is not so limited if it presents other bank 
paper not classifiable as “commercial” under the definition. In 
truth, those assets of a bank which do not come under the defini- 
tion of “commercial paper” are given more liberal treatment than 
“commercial paper,” and are placed outside of the operation of 
the 30 per cent. clause. 

Undoubtedly, some members of Congress must have thought 
they had shut off the issue of notes on all assets (exclusive of 
government, or other bonds), except commercial paper. They 
probably wanted to distinguish between “accommodation paper,” 
or “finance bills,” on the one side, and legitimate commercial 
paper, on the other. But the sweeping general clauses of the 
act do not confine the securities other than bonds to commercial 
paper, as defined in the act. The wording of the law has left the 
gates wide open for the deposit of any securities (i. e., any kind 
of paper) held by a national bank, and offered by a currency 
association, subject only to “the direction and control of the Sec- 
retary of the Treasury.” At least, that is the only possible inter- 
pretation which, in.my opinion, must be given by the courts. And 
these are the reasons for the previous statement that the law has 
provided the means for a large expansion of notes in a time of 
emergency—a freedom quite unexpected by advocates of asset- 
currency. Moreover, the House is put in control of the situation ; 
for, if an attempt is made by the Senate to amend its mistakes, 
the House, in which there is a majority against bond-secured 
circulation, can retain the present law. Any repeal, or amendment 
requires the consent of the House. This is certainly a startling 
outcome of the currency struggle. 

The new law introduces some difficulties before additional 
notes can be issued; but after that point is reached the gates are 
certainly left wide open. In case of such a panic as that of 1907, 
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the scramble for currency would have been avoided, the reserves 
protected more or less, the resort to clearing-house checks for 
currency in daily use prevented, and a sense of insecurity due to 
inability to get currency would have been removed, had this 
Aldrich-Vreeland Act—as interpreted above—been in force. 
Of course, it would not prevent a future panic. No act could do 
that. 

In addition, the notes will be perfectly safe. The banks must 
keep in the redemption fund (Section 6) a sum equal to 5 per 
cent. of its additional circulation (other than that based on 
United States bonds), as distinct from the original 5 per cent. 
redemption fund of June 20, 1874. Thus it would seem that for 
notes secured by United States bonds, only 5 per cent. is required, 
but, for all notes otherwise secured, 10 per cent. The Treasury 
is obliged to redeem the notes; but, besides the securities de- 
posited, the Treasury can have recourse upon all the assets of 
the banks in a currency association. The taxes paid, moreover, 
are to be turned into the Division of Redemption and added to 
the reserve fund held for the redemption of United States and 


other notes, thus constituting a potential safety fund in the future. 

Also, banks must pay a uniform rate of interest throughout 
the country of at least one per cent. on government deposits; but 
no reserves need be held against such deposits. Nor are any 
reserves against notes required. 


Vv 


The Aldrich-Vreeland Act in its attempt to define “com- 
mercial paper,” thus opens up the whole question as to the nature 
and classification of banking assets. The contemptuous rejection 
by the leaders, of all advice from bankers has undoubtedly got the 
framers of the law into unsuspected difficulties. 

If only “commercial paper” as defined in the act were accepted, 
then there would be excluded all loans based on legitimate trans- 
actions bearing only one name. Thus the notes of H. B. Claflin 
& Co., or the U. S. Steel Corporation, would be excluded. The 
sale of goods would thus be no basis for a discount, unless such 
a firm went out and obtained another name. Such a discrimina- 
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tion is not only unfair, but it ignores the actual trade methods in 
this country. 

Practically, the only way in which two-name paper, based on 
actual transactions, is presented for discount in this country, is 
that in which so-called “trade-paper” is created. When a 
merchant buys goods in the United States on time, he receives a 
greater or less discount for paying cash before the account is 
due. This discount varies in different trades. In groceries, food 
products, etc., the sales are usually on 10 days time, and the 
discounts play no real part. In the sale of luxuries, such as fine 
millinery, or jewelry, the period allowed for payment of goods 
may be six months. But in trades like hardware, the time runs 
from 30 to 90 days. Hence, if a discount of 3 per cent. is 
allowed by the seller, if cash is paid in 10 days on goods sold at 
go days credit, that is equivalent to 3 per cent. for 80 days, or 
at a rate of 13% per cent. per annum. Likewise, a discount of 
2 per cent. for cash paid in 30 days is equal to 12 per cent. per 
annum. Now, if the buyer has good standing he can borrow at 
4 or 5 per cent., and pay off his account, thereby saving the 
difference between 4 or 5 and 12 or 13% per cent. The longer 
the time on which goods are sold, the larger the discounts and the 
greater the inducement to borrow and to anticipate payment of 
the account. Consequently, the merchants having the best credit 
never wait until their accounts mature; some of poorer credit 
meet payment at maturity; and others, not able to pay when the 
accounts fal! due, must borrow and meet one indebtedness by 
creating a new one. Now, this last class, the poorest of all, 
create two-name paper, based on actual transactions, on less than 
four-months time usually, and would be technically acceptable 
as “commercial paper” security for note-issues ; while the paper of 
the men of higher credit, who can always borrow and save on the 
trade discounts, would not be acceptable. The framers of the 
act were lamentably ignorant of American trade methods and the 
nature of banking paper. In fact, the definition of “commercial 
paper” pivots mainly on the requirements of two names. But it is 
obvious that this requirement would rule out some of the best 
paper now held by banks. 
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In order to get a clear idea of the kind of assets held by 
national banks, having chiefly a mercantile clientele, the follow- 
ing classification given to the Comptroller by a. certain well- 
managed bank will give us the average condition of such 
institutions : 


On demand, paper with one or more individual or firm names $2,231,184 .06 
On demand, secured by stocks, bonds, and other personal 
es ke te ee oe ae 
On time, paper with two or more individual or firm names . 8,350,629.34 
. On time, single name paper, one person or firm without other 
OW 8k. 6. eo ee 
On time, secured by stocks, bonds, and other personal securi- 
We 2. 6 So a eS eS ee Se Ue 
Secured by real estate, mortgages, or other lien on real estate 28,820.00 


91497384 .44 


$29,775,285 .20 
Apparently, according to the definition in the Aldrich-Vreeland 
Act of the paper allowable as security for notes, through cur- 
rency associations, only class C could be accepted, and only that 
part which could be strictly construed as based on actual trans- 
actions. Yet, according to bankers, this is not as a rule the best 
banking paper held. 

As every one knows, also, the banks dealing mainly in loans 
of a mercantile character are large buyers of paper sold by note 
brokers. Such notes are rarely secured by collateral, and usually 
bear one name. In the case of large corporations the indorse- 
ment of more than one officer of the company could not make 
two-name paper. In spite of some faults in such loans—doubtless 
remediable—the extent of the dependence on note brokers is 
widespread. The situation is well expressed by a prominent 
banker® as follows: 


The ease with which loans are obtainable in normal times by responsible 
houses on their own direct, unsecured obligations, through the agency of 
note brokers, has nearly done away with trade paper [i. e. two-name com- 
mercial paper] of the highest grade. All good concerns and many even in 
second and third grade credit are enabled to borrow all the funds required 


2Joseph T. Talbert, president of the Chicago Clearing House, Commer- 
cial Credits, an address before the New York State Bankers’ Association, 
July 10, 1908, 
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to take advantage of trade discounts, and enough more to meet all other 
bills at maturity, so there is little or no reason to settle trade accounts by 

No house can habitually do so without ultimate damage to its 
credit. The business of the note broker in directly supplying capital when 
needed by solvent borrowers for production use in trade is comparatively a 
modern occupation, and it is highly beneficial if confined within legitimate 
and prudent limits. In this country the business has developed enormously 
within two or three decades and along lines that were unthought of a few 
years ago and which then would have been deemed impossible and extremely 
hazardous, The system as we know it is not in common practice anywhere 
else in the world. 


All such paper obviously would be excluded by the legal definition 
of “commercial paper.” 

The loans of modern banks are, of course, of all kinds; but 
a rough division may be made as follows: (1) loans to customers 
of a mercantile character; (2) notes purchased of note brokers; 
and (3) loans to stock brokers and individuals. The last class (3) 
are usually demand loans, and are generally fully secured and 
quite safe, being margined on quickly salable securities. There- 
fore, if only “commercial paper,” as defined, were accepted as 
security for notes, classes (2) and (3) and a large part of (1) 
would be refused. Yet, in the report of the New York Clearing 
House Association for the period from October 26, 1907, to 
March 28, 1908, during which the gross issue of certificates 
during the panic conditions was $101,060,000, collateral of the 
classes of assets mentioned above, was used as security for the 
issue of certificates, to the amount of $330,000,000 or 72.92 
per cent. of all securities; and yet not a dollar was lost in that 
whole time of crisis and danger. 

In conclusion, if the loose wording of the act is interpreted 
as I have claimed—and no other seems possible—the banking 
paper which does not come under the legal definition of “com- 
mercial paper’ must be accepted as security for notes; it must 
be accorded the same treatment as any securities (other than 
United States bonds) held by a banking association; the amount 
of notes issuable on such banking paper (other than “commercial 
paper’) is not limited to 30 per cent. of the capital and surplus; 
and notes can be issued to the amount of 75 per cent. of the 
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market value of those securities. The valuation of the securities, 
whether bonds, or banking paper, and the decision as to which 
shall be accepted, all finally rests with the Secretary of the 
Treasury. What a paradise for the climbing politician. Already 
he has been active in obtaining government deposits for banks 
in his district; and, now he will have new worlds for conquest in 
pressing local securities upon the magic list of the Treasury 
which is to give them a new value and advertisement at no cost. 
Certainly, we have in this Aldrich-Vreeland Act—the product 
of a few days struggle at the end of the session—an unexpected 
freedom of issues based on banking assets, as well as a Pandora’s 
box full of unknown possibilities for evil. It is an amazing 
lesson on the folly of politics in banking. 


J. LAURENCE LAUGHLIN 
Tue UNIVERSITY OF comterco 





THE FORTUNE OF JOHN JACOB ASTOR 
III. CONCLUSION 


Even superficial studies of the business career of John Jacob 
Astor emphasize its supposedly dualistic nature, and distinguish 
between the apparently sharply defined aspects of fortune-getting 
for which it stands. In fact, Astor’s trading operations are fre- 
quently discussed as if they had not the slightest theoretical con- 
nection with his activities as an investor in land. It is the latter 
method of fortune-getting which is generally considered to 
afford exclusive opportunity for the appearance of an “unearned 
increment” (that is, gain of some sort, which cannot be attributed 
to the personal effort or personal ability of the beneficiary). 
Under the influence of this misconception, an attempt is made 
to distinguish between the profits arising from trade and the 
gains growing out of land investments on the ground that, in 
the one case, the size of the returns is conditioned by the degree 
of personal activity, whereas, in the other case, no appreciable 
amount of individual effort or ability is involved. 

Daniel Webster, for instance, in an address to the jury, 
when arguing against Astor’s claim to lands in Putnam County, 
implied some such distinction between commercial exertions 
and land investments, in connection with the moral judgment 
that he passed upon Astor. True, his argument was impassioned 
and polemical in tone. Moreover, he was referring to a par- 
ticular case of land investment characterized by certain peculiar 
features. But the antithesis that he suggests is nevertheless 
significant—the more so, that it was designed to appeal to popu- 
lar prejudices. His plea was that Astor had obtained posses- 
sion of the land in dispute, 
not as he did that vast wealth than which no one envies him less than I do 
—not by fair and honest exertions in commercial enterprise, but by specula- 
tion, by purchasing up the forlorn hope of the heirs of a family driven from 
this country by a bill of attainder.’ 


Jackson vs. Carver, United States Circuit Court, Southern District of 
New York. . 


514 
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Whether designedly or not, Webster has here made a distinction 
between “commercial exertions” and “speculation” in land, 
implying, in the one case, that the source of the returns is per- 
sonal activity, in the other, that the gains are to be attributed 
in the main to a non-personal factor—that is, to some cause 
operative to produce gain irrespective of individual effort or of 
individual ability. 

It is on the basis of this broad division into personal and 
non-personal factors conditioning gain, that an analysis will be 
made of the returns that came to Astor both from trade and 
from land investments. Further, it will be shown that, given 
such a principle of differentiation, no rigid line of demarcation 
can be drawn between these two methods of gain-getting. This 
proposition once established, the classification will receive a more 
extensive application with intent to determine the nature of the 
gains that arise in the course of the general process of fortune 
accumulation. Finally, the significance of the analysis for pur- 
poses of present-day criticism will be discussed.? 

The evidence afforded by the Astor fortune strongly supports 
the assertion that no one method of gain-getting represents the ex- 
clusive operation either of personal or of non-personal factors. 
Even in the case of Astor’s most active trading ventures did there 
not arise an “unearned increment”? plainly attributable to certain 
non-personal factors? The profits arising from his traffic with the 
Indians were due in large part to the superlative ignorance of 
that non-commercial people. Or, if this statement be objected 
to, as reflecting somewhat invidiously upon Astor, it must at any 
rate be conceded that such profits were the result of radically 
different standards of value. The schedules of exchange relating 


? The method of treatment proposed leaves strictly on one side all question 
concerning the social services rendered by owners of large fortunes, since that 
is a problem properly and logically separate from the present task. In fact, it 
is a subject the nature of whose treatment depends largely upon the sort of 
theoretical analysis which has preceded it. It will, therefore, be reserved for 
later discussion in this paper. 


*The term “unearned” is retained simply to show the variety of phenomena 
to which it may be applied, if its use be logically extended. It is taken to con- 
note absence of personal activity. 
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to the trade make ludicrous the assumption of a “freely com- 
petitive” state in which reward is considered to be in propor- 
tion to individual effort or ability. It is true that in the prose- 
cution of the Indian trade, a high degree of personal skill and 
of mental dexterity was requisite. This fact helped unduly to 
emphasize the importance of the individual. His pecuniary suc- 
cess was popularly supposed to have its source in personal 
activity alone. Consequently, the attendant non-personal factors 
were relegated to a position of obscurity, although, as has been 
shown, a closer examination reveals their overwhelming im- 
portance.* 

On the other hand, land investments frequently afford strik- 
ing examples of value-accretion, associated with only a mini- 
mum of personal activity. Hence, they are thought of almost 
exclusively when the subject of the “unearned increment” is 
discussed. Yet, even in such cases, there must have been some 
sort of initial activity put forth by the owner of the land. For 
example, Astor needed to exercise unusual discrimination in 
order to decide in what direction the city of New York was 
likely to grow, and to estimate the possibilities of that develop- 
ment. Granted that, it will be asked, could any appreciable pro- 
portion of the $18,000,000 worth of real estate owned by him 
at the time of his death be held to represent a return due to his 
personal efficiency? Given the existing system of business rela- 
tions, the whole amount of the property was legally and legiti- 
mately due him. But can it, in logic, be said that any explana- 
tion should assign a fixed percentage of the accumulation to the 
category of returns due to efficiency? To be sure, the fact that 
Astor was possessed of greater business astuteness than the aver- 
age man helps to explain why he, rather than someone else, came 
into possession of this landed property. Indeed, superior per- 
sonal ability is, in general, exceedingly potent in aiding the 
individual to acquire property as against other individuals. But 
personal ability does not, for that reason, adequately explain the 

‘Other illustrations might be drawn from the China trade. The peculiar 
tastes of the Chinese were a source of exceptional gain to the Yankee shipper, 


especially when the latter could obtain the commodities desired by the former at 
relatively low prices, as in the case of furs. 
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“how much” of those acquisitions. Granting even that excep- 
tional business endowments enabled Astor, in the first place,® to 
acquire the ownership of certain lands, can it, therefore, be held 
that the size of his landed fortune was determined solely by the 
degree of his business astuteness? A determination of questions 
of ownership is not a determination of questions concerning the 
amount of gain arising as the result of ownership. The size of 
the gain, itself, may be affected by all sorts of non-personal con- 
siderations. In fact, the overweening part played by social 
factors in increasing the value of Astor’s land-holdings, fre- 
quently caused the element of personal ability conditioning the 
returns derived from these investments to be wholly ignored. 
To the uncritical mind, indeed, this form of gain appeared to be 
entirely the result of purely social conditions and legal arrange- 
ments. It therefore acquired the highly derogatory appellation, 
“unearned,” because of the persistence of the idea that reward 
“generally” is, and hence always should be, in proportion to 
personal effort or personal ability. 

The testimony afforded by the Astor fortune is, no doubt, 
sufficiently varied to establish the fact of the joint operation, 
under all conditions, of both personal and non-personal factors. 
Indeed, such a proposition is almost self-evident. It can there- 
fore be stated as a corollary not requiring demonstration, that 
between those methods of gain-getting in which the personal ele- 
ment looms large and those in which it has become a negligible 
quantity, there must exist innumerable varieties of combination 
of the two factors. Hence, there must everywhere be found 
“unearned increments” differing widely in amount with varia- 
tions in the relative importance of the attendant non-personal 
factors. 

The analysis of the Astor fortune, as thus far given, has not 
been directly concerned with the manner of its growth. It is, 
however, a matter of much importance in connection with the 
study of any great fortune to determine whether the gains, 
which make possible further accumulation, are largely con- 


* Given a start, the influence of acquired wealth upon further accumulation 
has also a bearing upon the present discussion. This point will be taken up later. 
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ditioned by personal ability, or whether non-personal consider- 
ations attain constantly increasing prominence in aiding the 
process of growth. Could it be shown that the general tendency 
is in the latter direction, some light would be thrown upon the 
causes of the rancor manifested against men of great fortune— 
a rancor that, given the strongly individualistic commercial pre- 
conceptions of the community, is otherwise hardly susceptible of 
a logical explanation. But, before arriving at any decision upon 
this point, it will be necessary to discuss the nature of those 
factors which become progressively operative with the increase 
in size of a fortune. 

In the case of very large fortunes, a continuance of growth 
sometimes seems so inevitable as almost to partake of the nature 
of a mechanical process. Of course, there is necessarily implied 
some sort of volitional action on the part of the owners of such 
fortunes. This may, however, take the negative form of simply 
refraining from consuming the whole of the returns to which 
they are entitled, and it may entail little or none of the so-called 
abstinence supposed always to attach to the investment process. 
In fact, the incomes of exceptionally wealthy men are fre- 
quently so large, that there remains a surplus even after fancied 
needs of expenditure have been satisfied. Moreover, many 
American millionaires, such as Astor, who began life in poverty, 
are men of relatively simple tastes, who have no desire to expend 
more than a small proportion of the incomes due them. Con- 
sequently, there ensues a bewildering process of investment and 
reinvestment,® which, assuming a continuance of ordinary con- 
ditions, gives rise to the phenomenon of unending growth.” 

But the non-personal factor of mere amount does not alone 
condition the ease with which an individual may extend his 
investments and thus augment his fortune. It also enables him 

*The part played by the individual in determining the direc.ion to be taken 
by these investments is considered in another connection. 


‘In discussing any great fortune, it should be remembered that pride in its 
mere size is an energizing principle of considerable force in the direction of 
activities looking toward further accumulation. The fortune comes to be 
regarded as an institutional fact, which should not suffer change because of 
births, deaths, marriages, or other extraneous happenings. In consequence, there 
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to take advantage of innumerable opportunities to invest under 
peculiarly favorable circumstances, and thereby to make still 
further additions to the sum of his “unearned increments.” One 
of the facts that stands out most prominently to the person who 
is making a developmental study of large fortunes is the increase 
in the amount and extent of investments which takes place just 
at those times when the community at large is suffering from 
acute financial depression. Thus, during the war of 1812 and 
the panic of 1837, Astor increased his holdings of real estate 
enormously, as the result of numerous mortgage foreclosures. 
But apart from any widespread social disorder, there are 
numerous opportunities afforded a wealthy man to profit by 
individual cases of financial embarrassment or superimposed 
necessity. Again, witness the case of Astor, who purchased the 
posts of the Northwest Company situated within the United 
States, after a law had been passed which made it illegal for the 
British organization to carry on business in this country. His 
purchase of the rights of the heirs to the Morris estate is like- 
wise an illustration in point. As a matter of fact, anyone can 
recall occasions upon which he has heard lesser business men 
lamenting their inability to take advantage of just such oppor- 
tunities for investment. But, as it happens, they are oppor- 
tunities enjoyed for the most part by the man whose income 
greatly exceeds his current expenditures, and who is eagerly 
seeking new avenues of investment. He it is who is the chief 
recipient of the benefits accruing to a purchaser in cases of 
forced sale. 

The particular direction taken by successive investments dur- 
ing the period of fortune accumulation is likewise a matter of 
much importance. A judicious extension of investment interests 
may result in the creation or strengthening of certain monopolis- 
tic (non-personal) factors which will prove a source of excep- 
exists a disposition to transmit it intact to that descendant who gives best evi- 
dence of ability to conserve and to augment it. The heads of the Astor, 
Vanderbilt, and Gould families, all with numerous descendants, have seen fit 
to select one or two of each generation as the guardians of the family fortunes, 


which they in their turn will be expected to transmit not only intact but greatly 
enlarged to succeeding generations. 
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tional gain to the individual. If Astor had carried on the fur 
trade, as did so many others, without attempting to develop 
transportation and shipping facilities, the North American Fur 
Company could never have attained the strongly monopolistic 
position that it occupied in the Middle West. As it was, the 
monopoly once established, the chances of loss were reduced to a 
minimum, and full advantage could be taken of the favorable 
conditions inherent in the trade.’ Indeed, as investment interests 
in general become more and more ramified, there ensues a 
diminution of the chances of individual loss, and, consequently, 
a greater possibility that non-personal factors will operate to 
individual advantage. Hence the logic of that most highly 
developed type of financiering, which combines interests so 
varied in character, that it sometimes seems as if it embraced 
the entire field of trade and transportation.® 

With the growth in size of a fortune there generally occurs 
a change in the character of the personal activity of its owner. 
In fact, there is evidence of a continuous development of func- 
tional specialization on the part of the individual, which could 
not profitably have taken place at an earlier period. The fortune 
of John Jacob Astor serves to illustrate this process very dis- 
tinctly. Astor was first seen wearily tramping the country in 
search of furs, trading with the Indians, negotiating with the 
merchants—in short, engaged in a business which involved a 
high degree of genuinely exhausting labor. Moreover, every 
detail of the existing crude organization required his personal 
attention, while he had also to look sharply to the financial mat- 
ters of income and outgo. Eventually, the purely physical labors 
connected with the trade devolved upon subordinates. Astor 
assumed the position of head manager. He directed the men in 
the field, decided what territory should be covered, what goods 


*It is not meant to minimize the ability displayed by Astor in recognizing 
the advantages to be derived from developing facilities for transport. But the 
question at this point is, given that development, what other factors entered to 
condition the size of the returns? The matter of personal ability will be dis- 
cussed later. 

*°Cf., for instance, such groups of investors as the “Standard Oil” and 
“Morgan” men. 
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should be furnished, and what prices should be offered. Not 
only did he thus order the general policy of his undertakings, 
but he financed them as well. Later, he transferred the more 
immediate control of the trade to trusted heads of departments, 
reserving to himself a certain large supervision, with a view to 
determining what should be the nature and extent of his 
expenditures. 

It is inevitable that there should take place these changes in 
the forms of personal activity of men of great wealth. Even 
the most energetic person possessed of twenty-five, fifty, or a 
hundred millions of dollars finds his time fully employed in 
looking after the financial details of its management—in decid- 
ing when to invest in a new enterprise, when to withdraw from 
an old one, when to authorize fresh expenditures, when to 
retrench upon previous ones. Apart from the general super- 
vision which such pecuniary interests entail, there is likely to be 
no opportunity afforded him for any immediate tasks of man- 
agement and control—such tasks, for instance, as require expert 
technical knowledge, or ability to organize the separate pro- 
ductive processes, or facility in effecting purchases and sales of 
materials. There is, of course, even less reason to expect that 
any sort of manual labor or other physical effort will be put 
forth by the man of great wealth, although, if he be a self-made 
millionaire, he may have labored arduously while his fortune 
was in the making. 

From what has been said, it becomes quite evident that it 
would be useless to affirm or to deny that the personal element 
which figures in the process of fortune accumulation becomes 
absolutely either greater or less with the growth in size of the 
fortune. Asa matter of fact, the forms of activity are different 
in kind, hence non-commensurable as regards degree. Taking 
the personal element for granted, therefore, all that can be 
ventured is the assertion that the non-personal factors con- 
ditioning the process of fortune accumulation attain an ever- 
increasing influence in affecting the size of the individual’s gain. 

It is an imperfect recognition of this fact which is trans- 
lated into the unreflecting criticism that the rich man cannot have 
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“earned” the fortune he has acquired. The implication is that 
he cannot possibly display an amount of individual activity or 
personal ability as much greater as his reward is larger than 
that of other men. From what source, then, it is asked, can he 
have derived such unusual returns? It is not seen that they are 
due to all sorts of non-personal considerations, which must 
always be reckoned with, but which happen to have operated 
with peculiar force under the given conditions. Hence there is 
a disposition to attribute all such exceptional returns to “abnor- 
mal” practices of some sort. Even production on a large scale 
is frequently condemned as a thing evil in itself and not to be 
tolerated, simply because it usually presupposes a considerable 
degree of monopolistic (non-personal) gain. Such a judgment, 
of course, involves an inextricable confusion of the purely pro- 
ductive facts of industry with problems connected with the social 
aspects of distribution. There is, at any rate, no similar con- 
fusion in the minds of those who question the right to the 
“unearned increment” arising from private ownership of land. 
They, at least, propose to effect distributive changes (namely, the 
abolition of private property in land) as a remedy for what they 
regard as distributive evils, since they cannot of course inveigh 
against the existence of the land itself. 

The same failure to appreciate the actual facts of fortune 
building, the same desire to find “abnormal” causes of growth, 
has led to bitter personal abuse of men of large fortune. Why? 
Their business morality is just as high and perhaps a little higher 
than that of the ordinary small-town trader or money-lender, 
which is not saying that it in any way conforms to the standard 
which an extra-commercial and aroused public opinion would 
force upon them. Why, it may be asked, have the petty shifts, 
the ruthless bargaining, the unrelenting rivalries of small pro- 
ducers and tradesmen been portrayed without the slightest ani- 
mus having been manifested by the portrayer? Are the resultant 
gains any less “abnormal” than the supposed or actual pilfer- 
ings of the rich? Yet the parallelism is rarely insisted upon. 
Why? Because to the public at large, the gains of the lesser busi- 
ness men do not seem so out of proportion to their individual 
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activity, as to require explanation on the ground of illegitimacy. 
Consequently, there is seldom any attempt to scrutinize their 
methods very closely, although their gains are as surely leavened 
at times by fraud and sharp practice as are those of the wealth- 
iest men in the land. But when it comes to a consideration of 
the great fortunes, there is a sudden change of attitude. When 
it is seen that a man such as Astor, by judicious purchase and 
sale of certain rights of ownership, may add millions to the 
value of his property, criticism at once becomes rife. However 
great the ability displayed in effecting such transactions, it is 
felt to have no connection with the size of the return, and the 
cry of “unearned” is immediately raised. Then an explanation 
of his unusual gains is sought for in the wickedness of his acts, 
rather than in the institutions and the situations which condition 
his activity. His whole career is gone over with an eye to 
searching out iniquity. If it be discovered (and it usually can 
be, since few business transactions stand the test of non-com- 
mercial standards of conduct), it is then hastily inferred that 
dishonesty affords in large part an explanation for excessive 
wealth accumulations. In point of fact, the sharp practices of 
the average business man are just as dishonest, and probably as 
widespread. Hence any sweeping condemnation of the man of 
great fortune on such ground involves both large and small. 
The result is an unconscious indictment of our whole system of 
business relations—whether justly or not, is irrelevant to the 
present inquiry. 


A discussion of the personal and non-personal factors in- 
volved in acquiring large fortunes leaves on one side all specula- 
tion concerning the possible social services that may be rendered 
while those fortunes are being accumulated. That there exists a 
concept of social service is indubitable, but it is questionable 
whether its content is the same for any two members of the 
same social group. For instance, a big industrial or trading 
organization ministers to certain professed needs of large groups 
of people. A system of railroads stands as tangible evidence of 
services being rendered the community. But is there any way of 
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measuring the positive social value of those services? For that 
matter, do people agree as to their exact nature? Is it not 
necessary, moreover, to take into account the social costs incurred 
as the price of obtaining the positive services? Again, could 
more than a rude and uncertain approximation be had? 

How, for instance, judge of the degree of social service 
rendered by the North American Fur Company? Some per- 
sons would extol the benefits arising from the introduction into 
the world markets of the skins so highly desired by civilized 
communities. Others would merely see the demoralizing effects 
of the trade upon the Indians, and the unnecessarily rapid 
destruction of the fur-bearing animals of the continent. Does 
not the decision as to whether or not a “positive good” has 
resulted depend, in such case, more upon the temperament of 
the judge than upon the evidence? 

The most that can be expected is a fairly general judgment, 
that, in specific cases, the advantages derived by society from 
the existence of a particular institution, have outweighed the 
attendant disadvantages. But does such an uncertain concept 
furnish a basis for a theory of reward proportioned to the 
degree of social service? Suppose that an exact quantitative 
estimate of a non-computable social service could be formed and 
could be assigned to some particular business undertaking in 
which a fortune has been invested. Even then it would not be 
possible to say what part of the estimated social service ought 
to be accredited to the owner of the wealth so invested. If, as 
has been contended, non-personal factors play an important part 
in the making of large fortunes then a part of the benefit derived 
by the community at large from the existence of a particular 
fortune would have to be attributed to those non-personal 
factors, rather than to the ability of the owner of the fortune.’® 

It is sometimes said that a social service grows out of the 
existence of a fortune, in so far as that fortune represents 
capital employed in hiring laborers. Once more, how estimate 
the extent of that service? If, for instance, the laborers are 


As has been shown, there is no possibility of a sharp delimitation of the 
spheres of action of personal and non-personal factors, 
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employed under conditions inimical to life and health, or even 
if they are no better off than they were before, it is difficult to 
decide that such employment can in any way be figured as a 
gain to them or to society. But granting favorable conditions 
of work, and a resultant gain, does the size of the fortune fur- 
nish even the roughest indication of the degree of social service 
growing out of the employment of labor? May not the small 
fortune judged from such a point of view, be of much greater 
relative significance than the large fortune, since the latter 
usually represents a proportionately greater investment in purely 
acquisitive aids to gain-getting, such as franchises and special 
privileges of various sorts? What can be said for a great for- 
tune made by land-speculations or by stock-gambling operations ? 

Not only is there no way of demonstrating any measurable 
connection between reward and social service, but it can be 
shown that the aggrandizement of the individual may take place 
without appreciable effect upon society, or, it may be, to its 
positive injury. For instance, the financier has only a secondary 
interest in the actual working arrangements of the organizations 
in which he has invested, and those working arrangements are, 
after all, the important thing for society. He is interested in 
them only in so far as they affect the value of his shareholdings, 
and it may conceivably be to his interest so to demoralize the 
mechanical organization as temporarily to depress the value of 
those shares. But apart from such questionable tactics, he may 
profit largely by judiciously shifting his investments from one 
field to another without appreciable effect upon the industrial 
situation. He merely takes advantage of existing conditions 
which make for gain. 

So it is in the case of land investments. The buyer of real 
estate may shift possession from one lot to another with great 
profit to himself, although he may not have sought during his 
term of possession to improve in the least the condition of such 
properties. It is an open question whether John Jacob Astor 
hindered the development of the community rather more than 
he advanced it by his purchases of real esate. To be sure, he 
made improvements upon certain lots either directly or through 
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the agency of his tenants.1!_ But it is doubtful whether the hotels 
and other buildings erected might not have been placed there 
even sooner by others, whether, given a change of ownership, 
land left unimproved might not have been ministering to definite 
public needs. In general, the case for withholding building lots 
from use is by no means clear. Because a piece of land may 
some day come into the heart of a business center and be used 
as a site for a large office-building need by no means prevent its 
being employed to subserve certain present-day needs of the 
community. Indeed, so far as those present-day needs are 
legitimate, the owner who permits his land to remain unim- 
proved performs a distinct social disservice.’® 

It has been shown that there is no way of establishing a 
determinate relation between reward and personal ability or 
reward and social service. What, then, can be said of attempts 
to combine the two ideas and to prove that “profits are the 
share, or income, of the enterpriser for his skill in directing 
industry and in assuming the risks,’ and that, “despite the 
complex influences, they are determined by his contribution to 
industry essentially as is the value of any skilled service.” +* Is 
this any more than a dogmatic assertion which is frequently 
contradicted by the facts? Professor Fetter himself, as a pre- 
liminary to the statements just quoted, discusses “anti-social or 
pseudo” profits, “chance” profits, and profits due to a “union of 
chance and choice.” He even says that “it still sometimes 
appears better to be born lucky than rich.”1* Yet, he con- 


“Cf. footnote p. 441, Part II. 

%The possession of land may mean something more than a simple passive 
holding of it for the sake of its future increase in value. Its owner may put it 
to some use which subserves a definite public need, or he may perform a social 
service by withholding it from use for a certain period. In the case of farm, 
forest, and mineral lands, those owners who refrain from utilizing their holdings 
frequently accomplish a great public benefit by retarding the tendency to a too 
hasty development of natural resources. But here again, how establish a con- 
nection between the gain that may result to the individual and the value of 
the social service? 

uF, A, Fetter, The Principles of Economics, chap. iii, p. 291 (New York, 


1905). 
** Ibid., chap. xxxi, p. 290. 
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cludes that “continuing profits arise from the continued exercise 
of superior judgment.” 75 Are, then, these chance elements so 
transient, unimportant, and abnormal,” that a valid theory of 
distribution can disregard them? ?® 

What, moreover, is the significance of the following state- 
ment which, curiously enough, appears under the general cap- 
tion that “incomes from legitimate enterprise and speculation 
correspond roughly to social service?” Professor Fetter admits 
that 


in many ways fortunes appear to grow without social service, and some- 
times with social harm. Russell Sage, the noted capitalist (who should 
know something of Wall Street), in speaking of the greatest of American 
corporations, said: “They dominate wherever they choose to go. They 
can make and unmake any property, no matter how vast. They can almost 
compel any man to sell out anything at any price.” Henry Clewes, the well- 
known New York banker, said of a certain group of financiers: “Their 
resources are so vast that they need only to concentrate on any given property 
in order to do with it what they please There is an utter absence of 
chance that is terrible to contemplate. This combination controls Wall 
Street almost absolutely. With such power and facility it is easily conceiv- 
able that these men must make enormous sums on either side of the market.” 


Again,'? can a theory dismiss as an exception so salient a 
fact of our industrial development? Is not the whole movement 


toward an extension of investment interests designed to mini- 

% Ibid, , 

1® Are the rewards of the successful enterprises greater than he deserves? 
How shall it be judged what he deserves? The answer is in the form of 
a question, Could society have the service without the reward? Society may 
be thought of as hiring the services of the efficient business man at the 
lowest price. Does it wish the services of Cornelius Vanderbilt in organ- 
izing a great system of railroads, of Andrew Carnegie, of Pierpont Morgan? 
What can it get them for? It must appeal not only to their love of money, 
but to their love of power. Large services and large results can be bought 
only with large rewards.”—Fetter, op. cit., chap. xxxix, pp. 377, 378 Would 
it be correct to infer from this that, if the reward of these men had been 
less, they would have done less? Isn’t it misleading to speak of “hiring” the 
services of these men, just as if the size of their returns were predestined, and 
could find expression in a stable contractual relation? Even suppose it were 
necessary to guarantee them a fixed amount, would it be very illuminating to 
say that they deserve what they get because they insist upon having it? 

* Op, cit., chap. xxxix, pp. 377, 378. 
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mize and to neutralize risk? It really seems as if risks of loss 
diminished with the growth in size of a man’s income. Far 
from profits being due to superior skill in taking risks, profits 
usually increase as, in the course of the general process of 
fortune-development, fewer risks are left to be assumed. 

Professor Carver, in The Distribution of Wealth, has a 
category of profits which he does not impute to the productivity 
of land, labor or capital, but he gets it by confessing that his 
theory does not always hold in practice. The amounts paid for 
the hire of the several agents of production are 
“only approximately equal to their marginal products.” Of course the own- 
ers of these factors of production will not knowingly take less than their 
marginal products, because that is what they are really worth 
is never known precisely what their marginal products are at any given 
time.” 

Profit is, then, resolved into the reward of risk-taking 
(which in Professor Carver’s theory belongs logically under the 
head of wages), and the reward of superior bargaining. How- 
ever, the share resulting from the business man’s superior bar- 
gaining power produces nothing. In fact, a reward, thus 
obtained, has about it a suspicion of illegitimacy. It is a species 
of robbery, which, under more nearly ideal conditions, tends to 
disappear. Thus Carver is practically left with personal ability 
determining the value of a man’s contribution to society (his 
“social service’), and hence the amount of his reward. But, he 
says, the amount which he can add to the social product is, on 
the principle of marginal productivity, decreased, “as the num- 
ber of business managers increases.” ?® That is, the man’s 
actual ability is unchanged, his material contribution is unaltered, 
but his “marginal” (value) productivity, hence, the size of his 

*T. N. Carver, The Distribution of Wealth, chap. vii, p. 260 (New York, 
1904). 

* Professor Clark, Distribution of Wealth, chap. xix, p. 290, says: “Profit 
is the universal lure that makes the competition work; and the ultimate goal of 
the whole movement is a no-profit state.” In other words, there is no room 
for a discussion of exceptional returns due to luck or chance, in Clark’s pro- 
ductivity theory of distribution. Such returns must be reckoned transient or 


illegitimate, whenever they cannot be forced into the category of “regular” 
rewards assignable to the productivity of specific factors or agents. 
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reward, is less. What, in reality, is this statement but a con- 
fession that rewards are not made solely on the “absolute” 
grounds of personal ability and social service, but are conditioned 
by various non-calculable circumstances ? 

Many economists who attempt to explain personal gain on 
the basis of ability, of social service, or of ability and social ser- 
vice in conjunction, either specifically state or else strongly imply 
that their theories furnish a “justification” of such gains. Sup- 
pose, however, that any one or all of these propositions could be 
established. Wherein would lie the “justification” of the exist- 
ence of gains? The proof would have an ethical validity only in 
so far as it coincided with one’s metaphysical predilections. 
Assume, for instance, that a man’s ability was so great that 
none could compete with him, or that he performed an incalcu- 
lably valuable social service, would he be “justified” in engross- 
ing the earth? Would society, in either case, meekly allow all 
its possessions to remain at his disposal? Certainly not. It 
would feel under no metaphysical compulsion to permit such a 
consummation, and it would, if need were, find means to pre- 
vent it. 

To talk, then, of “justifying” the winnings of the man of 
great fortune is idle. He stands or falls as this or that view of 
social expediency prevails. At present, the general belief seems 
to be that, under the existing economic system, social needs are 
fairly well met, and a majority of the people receive a reward 
just about sufficient to make them exert their full powers toward 
the satisfaction of those needs. It is further assumed that this 
approximation to the socially desirable can only be secured by 
permitting a high degree of liberty of action and freedom of 
acquisition to all members of the social group. If, however, 
several men, or groups of men, while operating within the exist- 
ing legal limitations, should succeed in securing a large share of 
the property of the community, with all the attendant influence 
that ownership implies, opinion regarding the socially desirable 
nature of present economic arrangements might undergo a 
transformation. If such cases became sufficiently numerous and 
insistent, there might arise a demand for regulative changes. It 
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would then be for the community to decide upon the necessity, 
scope, and character of the proposed new measures. And its 
decision should properly be made on the broad basis of public 
policy. On such ground, purely economic facts, and the precon- 
ceptions of economic science will secure recognition, to be sure, 
but only to the extent that they have a direct bearing upon the 
wider question of the general public welfare. 


ANNA YOUNGMAN 
THe UNIVERSITY oF CHICAGO 





NOTES 


PROFESSOR ACHILLE LORIA ON PROFESSOR IRVING 
FISHER’S “RATE OF INTEREST” 


Professor Fisher’s method of determining the value of capital 
by capitalizing its income at the current rate of interest seems to 
me open to very grave inconsistencies. One consequence of his 
proposition which I am surprised he has not noticed is that capital 
employed in different enterprises may easily yield the most diver- 
gent profits which the competition of capitalists would be power- 
less to prevent. Yet, according to Professor Fisher’s proposition, the 
larger profits that capital obtains in one enterprise would result at 
once in an adjustment in the value of the capital which would 
equalize the rate of interest in this favored industry to that pre- 
vailing among the others. Consequently the capitalists in other 
enterprises would no longer have any reason to transfer their capital 
‘to the industry that produces a profit, for the capital that is 
employed in it will give but the current rate of interest. Professor 
Fisher’s theory therefore destroys all machinery for equalization of 
profits earned by capital in different enterprises. 

This is one contradiction that seems to me inevitably to spring 
from Professor Fisher’s argument and which disappears as soon as 
we follow the method I advocate—the valuation on the other hand, of 
capital by means of the cost of production of the product of which 
it is composed. Moreover it seems to me that all the phenomena 
Professor Fisher makes use of for his method of valuation of capi- 
tal may be employed quite as well in the method I prefer. For 
example he remarks, very correctly, that a high rate of interest is 
an obstacle to the adoption of long methods of production or those 
which demand a large accumulation. But this fact I make use of 
quite as well on the theory that the value of capital is determined 
independently of the interest. According to the proposition which 
I developed at length (and I venture to hope, demonstrated) in my 
Analysis of Capitalistic Ownership, the value of an article is equal 
to the quantity of work directly spent in its production and in the 
production of the materials (machines, raw materials, etc.) con- 
sumed during production added to the quantity of work spent in 


531 
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the production of the capital goods employed, multiplied by the rate 
of interest. But the higher the interest rate and the higher the 
value of the materials which require accumulation—and their value 
may surpass the consumers’ power of purchase—the less profita- 
ble is it to choose remote methods of production because they would 
raise the price of the materials too high. 

Professor Fisher’s remarks concerning the influence of the 
variation in the value of money on the rate of interest do not com- 
pletely convince me. He supposes a capitalist lends, at 5 per cent., 
1,000 gold units, equivalent now to 1,000 hectoliters of grain, agree- 
ing to return it at the end of a year either in gold or grain, and 
that at the end of the year the value of 1 gold unit is raised to 1.01 
hectoliters of grain. If he supposes the debtor to pay his debt in 
gold, he will pay at the end of a year 1,050; that is to say, he will 
actually pay an interest of 5 per cent., but if he pays his debt in 
grain he must pay 1,060.50 hectoliters of grain because that quan- 
tity is exactly equivalent to 1,050 gold units. He pays, Professor 
Fisher says, an interest of 60.50 hectoliters of grain; that is to 
60.50 
I 


or 6.05 
,000 


say, he pays on the capital received an interest of 


per cent. 

Now, according to my view, this is not true, for out of the 
1,060.50 hectoliters of grain paid by the debtor, 1,010, and not only 
1,000, represent the reimbursement of the capital; that which is 
equivalent actually to 1,000 is exactly 1,010 hectoliters of grain; 
consequently 50.50 hectoliters represents only the interest. 


50.50 
O10 5 Per 


cent., or is exactly equal to the rate of interest measured in money. 
Restated: The variations in the value of money offset exactly the 
value of the interest measured in grain, but as it affects in the same 
proportion the value of capital measured in grain, it leaves unaltered 
the rate of interest measured in grain. 


Therefore the rate of interest measured in grain is 


ACHILLE LorIA 


REPLY BY PROFESSOR IRVING FISHER TO PROFESSOR 
LORIA’S CRITICISM OF “THE RATE OF INTEREST” 


In Professor Loria’s brief criticism, he says he is surprised that 
I overlooked the fact that capital employed in different enterprises 
may easily yield different rates of profit. From this statement it 
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would appear that he himself has overlooked the passage in which 
I give attention to this subject in The Nature of Capital and 
Income (pp. 279-283), which was written largely as an introduc- 
tion to The Rate of Interest, as well as in The Rate of Interest 
itself (especially chap. X). I have taken into account the exist- 
ence of differing rates of profit. I do not follow Professor Loria’s 
reasoning when he states that my theory presupposes a perfect and 
uniform adjustment of profits and interest. 

Professor Loria and I, it is evident, disagree widely on the 
general theory of value, and it would be impossible for either of 
us in a short statement to justify his view; but while I reject the 
cost theories of value, and accept in general the Austrian theory, I 
believe, as I have stated in The Nature of Capital and Income 
(chap. III and X), and in The Rate of Interest (pp. 19, 20) that 
the cost of production plays a réle in determining value. The past 
cost of production indirectly determines value by adjusting supply, 
and future cost, or expected cost of production, determines value 
directly by being discounted. 

As to Professor Loria’s criticism regarding the rate of interest 
in the illustration above referred to, it seems to me that Professor 
Loria is here taking unconsciously an exclusively monetary point of 
view. If one clings to the gold standard as an ideal, it would be 
natural that all the figures of the wheat standard should be trans- 
lated in terms of gold, but it is a poor rule that won’t work both 
ways. If we translate gold into wheat, we may prove by the same 
reasoning that the rate of interest, in the example given, instead 
of being 5 per cent., is really 6.05 per cent. both in wheat and in 
money. 

In fact those who, like the bimetallists in the recent monetary 
controversy, believe that gold was “appreciating” in value, and that 
wheat was a stable standard, might reason in respect to the above 
example as follows: “It is quite true that $1,000 of gold today is 
exchanged for $1,050 one year hence, so that apparently the rate 
of interest is 5 per cent.; it must be remembered that the gold 
principal has appreciated 1 per cent. At the start, this principal 
was the equivalent of 1,000 units of wheat; but at the end of the 
year, the $1,000 of so-called ‘principal’ paid back is really more 
than the equivalent of the original principal of $1,000. To be 
exact the part which is the equivalent of the original principal is 
only $990.10. If we should subtract this, the true principal, from 
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the entire sum $1,050, which is paid back, we find $59.90 as the 
true interest. The ratio of this $59.90 to the ‘true’ principal, 


10, or 5%% is not r cent., but 6.05 per cent. Conse- 
990.10 5 pe 5 


quently, according to this reasoning, the rate of interest in gold is 
not 5 per cent., but 6.05 per cent.” 

I do not mean to take the side of the bimetallist as against Pro- 
fessor Loria, for in a sense both are right. The rate of interest is 
either 5 per cent. as measured in the gold standard, or 6.05 per 
cent. as measured in the wheat standard. The mere fact that gold 
is the standard in which debts are usually expressed should give 
no special preference to it. In fact if we take silver in place of 
wheat, any such reason for translating everything into gold will 
disappear. Let us imagine two men, one in Texas, and one in 
Mexico, making a contract. The Mexican would naturally express 
the contract in silver and the American in gold. In whichever of 
the two standards the contract is actually written, the other stand- 
ard would be translated into it in the manner above suggested by . 
Professor Loria. If it should be true that the equivalent rates of 
interest were 5 per cent. in American money or 6.05 per cent. in the 
Mexican, it would be impossible to make out a case in favor of either 
of these standards as “absolute.” Rather should we regard them 


merely as alternative standards and the rates of interest as either 
5 per cent. or 6.05 per cent., according to which of the two standards 
is taken as a basis. 


IrvING FISHER 
Yate UNIVERSITY 
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Railroad Reorganization. “Harvard Economic Studies,” Vol. 
IV. By Stuart Daccett. Boston: Houghton, Mifflin & 


Co., 1908. 8vo, pp. x-+402. 

This four-hundred-page work is the result of an investigation 
extending over a period of several years, during which the author 
collected, classified, and carefully studied the facts concerning a 
large number of railroad reorganizations. Nine chapters are 
devoted to the study of the reorganization of some of the greatest 
railroad systems in this country, including the Baltimore and Ohio, 
the Erie, the Philadelphia and Reading, the Southern, the Atchison, 
the Union Pacific, the Northern Pacific, and the Rock Island. This 
portion of the volume is designed to furnish materials for a study 
of reorganizations according to the case system and is well adapted 
to that purpose. Taking up each of the above-named railroad 
systems in turn, the author treats them historically, dealing more 
particularly with the methods pursued in expanding these systems, 
and the methods of financing these expansions as well as other 
financial operations, all of which throw light on the manner in 
which occasions for financial readjustments arise. In describing 
the reorganizations themselves it is to be regretted that the author 
could not go into much greater detail, describing the main lines, 
the branch systems, the sub-branches, listing and grading the 
securities of each according to the priority of their liens upon the 
properties covered, showing the rank of various interest or rental 
guaranties as compared with other obligations of the parent and 
constituent companies, the earning power of each, and then show 
the effect of all of these influences upon the plan of reorganization 
as formulated. Unfortunately, this cannot, in most cases, be done, 
especially that part relating to the earning power of constituents. 
The determination of these earnings is largely a matter of account- 
ing, the data for which is in possession only of the railroad com- 
pany. Yet it is data which should be in the hands of every security 
holder who is involved in a reorganization. The author has done 
as well, probably, as is possible under the circumstances. The 
material contained in this portion of the volume will be found 
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valuable for case work by college students as well as for the 
investor who wishes to inform himself concerning practice in 
reorganizations. 

The tenth and concluding chapter constitutes a general treat- 
ment of railway reorganizations in which are framed rules and 
general principles deduced from the preceding study. The author 
defines a “reorganization” as denoting 
the exchange of new securities for the principal of outstanding immatured 
general mortgage bonds or for at least 50 per cent of the immatured junior 
mortgages of any company, or for the whole of the capital stock. 

This definition enables the author to include in his study of 
reorganizations not only those readjustments occasioned by finan- 
cial embarrassments, but also such an adjustment as that of the 
Atchison in 1892 in which a second mortgage income bond issue 
was converted into a larger second mortgage bond issue with a 
fixed interest, the object of which was to enable the company to sell 
more bonds; as that which occurred in 1880 when the old Chicago, 
Rock Island and Pacific Railway Company was consolidated with 
several of its subsidiaries to form the present Railway Company, 
an operation in the course of which the stock capital of the system 
was considerably augmented; and even the financial manipulation 
’ of the Rock Island system in 1902 transferring the ownership of 
most of its stock from individuals to another corporation. We 
doubt the advisability of including all these types in one study 
since they present different problems whose solution is governed 
by totally different principles, at least their treatment should be 
kept separate. However they are all included—and the author’s 
discussion of the Rock Island manipulation makes interesting 
reading. 

Outside of a single chapter in Greene’s Corporation Finance, 
the only earlier general discussion extant of the reorganizations of 
insolvent railroad companies is a monograph on that subject by Dr. 
E. S. Meade of the University of Pennsvivania. (Published in and 
reprinted from The Annals of the American Academy of Political 
and Social Science, March, 1901.) This was also the result of the 
study of a large number of actual reorganizations and thoroughly 
covers all of the important problems involved in such reorganiza- 
tions. As is to be expected, these two works cover practically the 
same ground and in most cases agree in results. The earlier work 
contains some valuable matter not found in the later, such as a 
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description in some detail of the methods of forming bondholders’ 
protective committees, and omits some material found in the later 
work, such as the effects of reorganization upon the capitalization 
of the railroad system. 

In the formulation of one important principle, namely, that 
governing the distribution of interest losses among the various 
security holders, we consider Dr. Meade’s statement to be more 
happy than that of our author. The latter puts it thus, after 
explaining the significance of the successive liens upon the same 
piece of property: 

The principle of reorganization which is followed prescribes because of 
this the payment in full of all claims which can be satisfied by the purchase 
price of the bankrupt railroad at foreclosure sale; and the distribution of 
losses among the remainder according to the relative priority of their liens. 

The reader is apt to imply from this that the test is to estimate 
for how much the road would sell under foreclosures of say, the 
first mortgage, apportion this among the several bond issues in 
order of their seniority and see which would be left partly or fully 
unpaid, the interest losses to fall on the latter. The earlier dis- 
cussion of this point proceeds as follows: 

What bonds shall be disturbed, in what way shall their claim be reduced? 
In every reorganization we find some of these bonds. These bonds are 
passed by in the reorganization for the reason that their interest, even in 
worst years, has been fully earned. 

In other words, the principle is that the interest claim of a par- 
ticular bond issue must be reduced to such a point that it will not 
exceed the income available for its payment. The reader is apt to 
think that these are the two ways of saying the same thing. That 
there is an important difference is evidenced by the following illus- 
tration. The A. B. R. R. Co, has a first mortgage issue of $10,000,- 
000, bearing 7 per cent, interest, a second mortgage issue of 
$5,000,000 bearing 5 per cent., and $10,000,000 of capital stock ; 
its earnings after paying operating expenses and taxes are $800,000, 
sufficient to pay all the interest on the first mortgage issue and 
$100,000 or two-fifths of that of the second mortgage bonds. 
Assume that at foreclosure sale the road could be sold at $16,000,- 
000 ($800,000 capitalized at 5 per cent.). Following literally the 
rule laid down by our author, this would be sufficient to pay off 
both bond issues in full and $100,000 to the stockholders. Appar- 
ently the only losers would be the last named. But let us see. The 
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first mortgage bond holders, receiving $10,000,000 would have to 
reinvest it; they probably could not get more than 5 per cent. on 
that amount, as compared with the 7 per cent. which they had been 
getting before; they have lost 2 per cent. Or, they obtain only 
$10,000,000 for bonds for which, probably, they paid a high 
premium. From either viewpoint, the first mortgage bondholders 
lose. The second mortgage bondholders, who were obtaining only 
5 per cent. in the first place, re-invest their $5,000,000 at 5 per cent., 
and lose nothing. This, apparently, is the way in which our 
author’s principle would work. In practice the reorganization com- 
mittee would reason as follows. It requires $700,000 to pay the 
interest on the first mortgage bonds; the available earnings are 
$800,000 ; this interest has been fully earned, should be fully paid, 
and the bonds should not be disturbed. This leaves $100,000 avail- 
able for payment of the second mortgage bond interest, as com- 
pared with a requirement of $250,000. The bonds must, therefore, 
be exchanged for new securities in such a way that the fixed interest 
requirements of the latter shall not exceed $100,000. This can be 
done by issuing $5,000,000 of new 2 per cent. bonds, or $3,500,000 
of new 4 per cent, bonds, or $2,000,000 of new 5 per cent. bonds 
and so on. In other words, the governing principle is the amount 
of income available for the payment of the interest on the bond 
issue in question. Often, as in the case of a branch line which 
interchanges traffic with the main line the determination of this 
income is a very difficult and complex accounting problem, a prob- 
lem which causes some receiverships to be long drawn out. The 
same principle, of course, applys to the reduction of rentals, for 
these are but an earlier stage of interest and dividends on leased 
line bonds and stocks, and are based upon the earning power of 
such lines. 

Outside of this seeming inaccuracy of statement, the author’s 
concluding chapter is an able treatment of the subject. It includes 
a discussion of the causes of receiverships, a statement of the prob- 
lems involved in a reorganization, and the methods of solving them, 
the simplification of the systems of bond issues, the methods of 
compensating security holders for the losses of fixed income which 
they sustain, the functions of the underwriting syndicate, and the 
purposes and duration of voting trusts. The author sees that 
assessments upon junior security holders are practically sales of 
new stock at prices which could not be realized if such stock were 
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offered for voluntary subscription, accomplished by offering them 
as a bonus chance to recoup their losses in the future. The work 
should be of great aid to the investor who is involved in any of the 
current reorganizations, as well as an important source of materials 
for class-room study. 
THomaAs WarRNER MITCHELL 
UNIVERSITY OF PENNSYLVANIA 


A History of Transportation in the Eastern Cotton Belt to 1860. 
By U rich Bonnett Puitiurps. New York: Columbia 
University Press, 1908. Pp. xviii+-405. 

There is no more interesting or important phase of American 
economic history than is presented by the origin and development of 
transportation. The history of highways, canals, and railroads in 
the South before the Civil War had received little attention before 
Professor Phillips took up the study, although the unique economic 
organization of the South and the comparative industrial isolation 
of that section of the United States had long impressed all stu- 
dents. One can easily share some of the enthusiasm that causes 
Professor Phillips to say: “To me the antebellum South is the 
most interesting theme in the history of this continent,” 

The present volume is concerned almost entirely with the 
development of transportation in South Carolina and Georgia. 
North Carolina and Alabama were omitted because a history of 
internal improvements in those states had been written by C. C. 
Weaver and W. E. Martin and published in the Johns Hopkins 
University “Studies.” After an introduction of twenty pages giving 
a general survey of the transportation problems in the South, 
Professor Phillips devotes two chapters to highway and canal 
development in lowland and upland South Carolina prior to 1830. 
Then follow accounts of the Charleston and Hamburg Railroad 
and the premature Charleston project, the Georgia Railroad and 
Banking Company, the Central of Georgia system, the Western and 
Atlantic (built by Georgia) and various minor branch roads. The 
concluding chapter describes the beginning made during the five 
years before the war in the integration and co-operation of the 
hitherto independent roads, and summarizes the effects of the rail- 
ways upon social and economic organization. 

The southern states, cities, and counties gave large aid to prac- 
tically all of the railroad companies that constructed lines before 
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1860. The extent and kind of assistance given by the public are 
made clear by Dr. Phillips’ full account. On the whole, the aid 
given by the state and local governments in South Carolina and 
Georgia seems to have been controlled by economic motives and 
not by baneful political considerations, The construction and man- 
agement of the Western and Atlantic by the state of Georgia were 
not above criticism, but there was no such general corruption and 
grafting as developed in connection with the Pennsylvania State 
Works. 

Another fact shown by the volume is the slow technical progress 
made by American railroads, particularly those in the southern 
states, prior to the Civil War. With limited capital and the light 
traffic of a new country, our railroads were obliged to start in a 
crude way; indeed the great technical advance of the railroads of — 
this country began about 1870. Dr. Phillips makes a favorable 
showing for the technical efficiency of the southern railroads 
(p. 386) as compared with those of the northern states—possibly 
a too favorable estimate. 

The author shows that the effects of the railroads upon the 
antebellum South were not revolutionary. The cheapening of 
transportation and the development of commerce with the North 
and West caused the South to raise less food, to do less manufac- 
turing and to devote its capital and labor more exclusively to 
single-crop cotton culture. The railways did nothing to undermine 
the institution of slavery, except indirectly by increasing the inter- 
course and communication between the northern and southern 
sections. 

Professor Phillips has written a scholarly book rich in detail. 
He has placed students of social as well as economic history under 
lasting obligations. 

Emory R. JOHNSON 

UNIVERSITY OF PENNSYLVANIA 


A Critical Examination of Socialism. By W. H. MALtock. 
New York and London: Harper & Brothers, 1907. Pp. 
vii-+ 303. 

This book is the outgrowth of Mr. Mallock’s recent American 
lectures delivered under the auspices of the Civic Federation of 

New York. The central thesis of the discussion is the proposition 
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(which the author appears to think deserves elaborate proof and 
illustration) that “ability” is a productive factor. 

Marx,.says Mr. Mallock, denied the productiveness of ability 
by assuming that common manual labor alone produces wealth. 
(Expressions used by Mr. Mallock to denote Marx’s concept of 
labor as thus used are: p. 13, “manual labor, estimated in terms of 
time ;” p. 14, “the labor of the average multitude ;” p. 21, “that use 
of hands and muscles by which the majority of mankind have 
always gained their livelihood”). The so-called scientific founda- 
tion of socialism is therefore manifestly unsound or as our author 
puts it: “this basic doctrine of so-called scientific socialism is the 
greatest intellectual mare’s-nest of the century which has just ended.” 
This fact, he assumes, is known to contemporary socialists who 
recognize the necessity of directive authority in production. But 
the means by which they propose to secure the efficient functioning 
of this factor do not provide either an effective test of the relative 
directive ability of men nor an efficient motive for its complete exer- 
cise. Socialist reasoning in general, therefore consists of “a poison- 
ous prescription founded on a false diagnosis.” On the other hand, 
we are told, the present order while providing for the efficient 
co-operation of directive ability, actually gives to labor more than it 
produces and is not to be condemned because it does not secure a 
personal equality impossible in a world of unequal men and incon- 
sistent with general well-being. 

It is difficult for the intelligent and .fair-minded student to 
characterize this book in moderate terms. Whatever may be our 
personal attitude toward socialism, we all wish, I take it, to see it 
discussed, when discussed, with fairness and comprehension. In 
this work neither of these virtues is in evidence. Mr. Mallock’s 
is the advocates plea, full of subtlety and misrepresentation, while 
his main criticism of Marxian theory, which apparently gives form 
and color to the whole treatment, is based upon a merely vulgar 
misunderstanding, since it goes without saying that the labor sub- 
stance (“homogeneous human labor,” “human labor in the abstract,” 
“human labor, pure and simple,” “average labor power of society,” 
“simple average labor’) in which Marx sought the source and 
measure of value was not manual labor in the concrete but that 
productive power which is the common essence of all human effort 
directed toward the creation of commodities. It would be interest- 
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ing to know whether Mr. Mallock has really ever read Marx’s 
Capital, and, if so, for what purpose. 

On its positive or non-controversial side the book before us 
merits no particular comment. Where it is not positively erroneous 


it is merely commonplace. 
R. F. Hoxie 


Tue UNIVERSITY oF CHICAGO 


NOTICES 
Sosial-Statistik. Von Dr. Gotttres SCHNAPPER-ARNDT. Leipzig: Werner 
Klinkhardt, 1908. 8vo, pp. xxii+642. 


The editor, Dr. Leon Zeitlin, has here gathered together the results of 
several series of lectures delivered by the author during the years 1901-4, 
The original lecture form has generally been retained, and but few changes 
made, except to bring the statistics down to date. After a brief introduction 
on the history of statistics, which one could wish longer, the rest of the 
volume is about equally divided between Bevélkerungslehre, Wirtschaftsstatistik, 
and Moralstatistik. Under the last named are included statistics of religious 
sects, prostitution, drunkenness, suicide, and crime. In general scope and 
character (aside from the lecture form) this work much resembles Mayo- 
Smith’s Statistics and Sociology, though less exhaustive. As the editor remarks, 
the author looks upon statistics as a domain with a wide and varied outlook on 
life and the activities of mankind. Liberal use has been made of the statistics 
of all countries, and the volume should prove a useful addition to the works 
on this subject. A word should be said for the technical makeup. The diagrams, 
though not showing as great a variety in construction as one might expect, are 
well executed, while the press work, type, and paper are decidedly above the 
ordinary. 


Cours d’économie politique. Livre cinquiéme, Les finances publiques et le 
budget de la France; livre sixiéme, Les travaux publics et les trans- 
ports. Par C. Corson. Paris: Gauthier-Villars, 1907. 8vo, pp. 443 
and 527. 

The appearance of these two volumes marks the completion of this work, 
the previous four volumes having been devoted to Théorie générale des phé- 
noménes économiques; Le travail et les questions ouvriéres; La propriété des 
biens corporels et incorporels ; and Les enterprises du commerce et la circulation, 
Vol. I is now issued in a revised edition, and the demand has necessitated a 
reprint of the others. Of the new volumes that on public finance is devoted 
largely to the conditions in France. It discusses the budget, the debt, revenue, 
and expenditure, and the theory of taxation, besides describing the system of 
taxation in France, and the financial condition of the other leading nations. 
In the final volume the author describes the transportation facilities, explains 
their function, and discusses the questions of railroad rates and combinations. 
The three final chapters deal with the relation of the state to industry. The 
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author thus brings to a conclusion an important work. Being written primarily 
for French students and devoting so much attention to that nation it is not 
well adapted for use outside of that country. Nor does it pretend to make 
many distinct and original contributions to the subjects covered. The author, 
however, appears, to have been successful in his aim and has put out a well- 
rounded and usable work. 


The Growth of English Industry and Commerce in Modern Times. By 
Wiuiam CUNNINGHAM, 4th ed. Cambridge, 1907; imported by G. P. 
Putnam’s Sons. 2 vols., pp. xxxviiit+608 and xiiit+609-1039. 


The sterling value of this work is further proved by its appearance in a 
fourth edition. The author has sought to revise it in the light of all the most 
recent research, but finds that “the additional information which has come to 
hand, serves on the whole to illustrate and amplify the views expressed in 
previous editions.” However, he has rewritten the sections dealing with 
inclosures in the seventeenth and eighteenth centuries and the disappearance 
of small holdings, now especially emphasizing the vanishing of subsistence farm- 
ing and growing competition of different localities in the national market. 


The Industrial Revolution. By Witt1aAM CUNNINGHAM. Cambridge, 1908; 
imported by G. P. Putnam’s Sons. 8vo, pp. xxiit+484. 


To make this important topic more accessible the publishers have simply 
reprinted from the author’s larger work the parts entitled “Parliamentary 
Colbertism” and “Laissez-Faire.” 


Les systémes  socialistes et JVévolution économique. Par MAuvuRICcE 
Bourcuin. 3d ed., revised. Paris: Armand Colin, 1907. 8vo, pp x+542. 


Few changes have been made in meeting the call for a new edition. An 
index has been added and the data in most cases brought down to the present. 


Commercial Raw Materials. By CuHas. R. ToorHaker. Boston: Ginn & 
Co., 8vo, pp. 11-+108+ix. 


A very simple account, encyclopedic in form, seeking to describe in from 
half a dozen lines to a page the origin, preparation and uses of commercial raw 
materials, It includes a generous supply of maps showing the geographical dis- 
tribution of these products, and is especially intended for use with a collection 
of commercial products, 


Diseases of Occupations. By THomas Otiver. New York: E. P. Dutton & 

Co., 1908. 8vo, pp. xix+427. 

Though the subtitle indicates that this subject is treated from the legislative, 
social, and medical points of view the latter almost entirely dominates. It is 
an excellent, simple, and untechnical description of the diseases due to gases, 
poisons, dust, etc., such as are commonly found among workingmen plying 
dangerous trades, 
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